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Abstract
Variables Affecting Exchange Rate of Foreign
Currencies Pass-Through on Price Index in Jordan

This study aims to examine the variables affecting exchange rate of foreign
currencies pass-through on price index in Jordan, over the years ( 1985 — 2006
), in order to identify the importance , the degree of effect and the transmission
speed of these variablesto price index .

To achive this goal, the study extends the literature relating pass-through in
two directions.
Firstly, related to theoretical framework, which describe the variable affecting
exchange rate pass-through , exchange rate systems and variables determine
exchange rate .

Secondly, is analytical framework, to trace out the main study hypothesis,
that is related to measurement of the effect of exchange rate pass-through to
price index in Jordan and partial hypothesis which discuss the effect of supply

shock (ail price) and demand shock ( money supply ) on price index

The result suggest, that the VAR model produce sensible impul se response
function and variance decomposition for the main and partial hypothesis ,
especially for wholesales price index and in later periods .

In addition, this study outline a set of widely accepted variable, that had a
sizable effect, to speed and transmission of exchange rate pass through in
Jordan as economic openness, capital movement, wages and price mobility,
export diversification and imports by commodity .

Finally it’simportant for the monetary authorities, to focus on the influence
of transmission channels, to take a corrective acts when it’s needed and while
in practice there is a wide spectrum of exchange rate regimes , more attention

need to take place in Jordan about these regimes
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